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Standard of living, in social science, the aspirations of an individual or group for 

goods and services. Alternatively, the term is applied specifically to a measure of 

the consumption of goods and services by an individual or group, sometimes called 

“level of living” (what is) as opposed to “standard” (what is desired). Both include 

privately purchased items as well as items that lead to an increased sense of well-being 

but are not under the individual’s direct control, such as publicly provided services and 

the quality of the environment [1,3]. 

Some social scientists maintain that a person’s desired standard of living is 

strongly influenced by the consumption patterns of his or her income peers. Because 

of this, an individual’s standard of living may be expected to change as income changes 

[1,3]. 

Difficulties accompany any comparison of living standards 

between population groups or countries. Care must be taken to distinguish between the 

average value of some measure of actual consumption and the dispersion around that 

average. If, for example, the average value increases over time, but at the same time 

the rich become richer and the poor poorer, it may be incorrect to conclude that the 

group is collectively better off. Accordingly, it can be difficult to compare standards of 

living between countries that exhibit widely differing degrees of dispersion. In practice 

there are wide disparities both within countries and between countries. By 

most criteria, the differences in living standards between developed and less-developed 

countries are more acute than the differences that exist between countries with 

developed economies [2]. 

Standard of living focuses on basic material factors such as income, gross 

domestic product (GDP), life expectancy, and economic opportunity. It is closely 

related to quality of life, which can also explore factors such as economic and political 

https://www.investopedia.com/terms/g/gdp.asp
https://www.investopedia.com/terms/g/gdp.asp
https://www.investopedia.com/terms/q/quality-of-life.asp
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stability, political and religious freedom, environmental quality, climate, and safety 

[4]. 

For example, compared with a century ago, the standard of living in the United 

States has improved greatly. The same amount of work buys an increased quantity of 

goods, and items that were once luxuries, such as refrigerators and automobiles, are 

now widely available. Moreover, life expectancy has increased, and annual hours 

worked have decreased. In a narrow sense, economists frequently measure standard of 

living using GDP. Per capita GDP provides a quick, rough estimate of the total amount 

of goods and services available per person. While numerous, more complex, and 

nuanced metrics of standard of living have been devised, many of them correlate highly 

with per capita GDP [4]. 

Monetary measures of living standards tend to omit important aspects of life 

(e.g., nutrition, life expectancy) that cannot be bought or sold. Other difficulties 

accompany the use of monetary indicators. For example, the items that are measurable 

in monetary terms may have been valued at distorted prices. International comparisons 

using official exchange rates can be misleading, particularly where the foreign 

exchange market is manipulated by governments. Comparisons over time need to be 

adjusted for variations in price levels, but this is not always a simple matter, especially 

given differences in inflation rates between countries. If the relative prices of various 

goods and services differ substantially between two countries, it is particularly difficult 

to make a fair comparison of standards of living when they are based on consumption 

levels [5]. 
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